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What is the Goods and Services Tax 
(GST)? 


The GST is a 9 per cent consumption tax that will 
replace the existing federal sales tax on January 1, 
1991. The current federal sales tax is badly flawed 
and harmful to Canada’s economy. It is hurting 
our ability to grow and create jobs. 


Why are we replacing the present tax 
with the GST? 


The GST is a key part of this government’s plan 

for securing Canada’s economic future. 

The GST will achieve three important goals. 

e The GST will contribute to the deficit reduction 
effort and ensure we can continue to pay for 
programs and services Canadians value. 

e The GST is an essential element in the govern- 
ment’s plan to make the changes necessary 
to ensure Canada can compete in the world 
economy. 

e The GST will improve the overall fairness of the 
tax system. Lower and modest income Canadians 
will be better off once the GST is in place. 


What will be taxed, and what will not? 


The best way of ensuring the GST is fair and as 
simple as possible is to have a very broad base 
and a generous refundable sales tax credit. The 
broad base makes it easy for consumers and busi- 
nesses to understand and operate, and the GST 
Credit ensures that lower and modest income 
Canadians are better off. 

The GST will apply to virtually all goods and 
services sold in Canada; however, Canadians will 
not be charged tax when they buy any of the 
following goods and services: 
® basic groceries 
@ medical devices 
@ prescription drugs _ 
® residential rents and existing houses 
e Joans, mortgages, and insurance policies 
@ health and dental care, including hospital care 

and nursing home services 
e most education services 
e daycare services 
e legal aid services 
® municipal transit and passenger ferry services 


What about admissions to cultural 
and entertainment events? Will tickets 
be taxed? 


Generally, yes. In order to make the system as fair 
as possible, tickets to professional events such as: 
rock concerts and operas, baseball and ballet, and 
comedy clubs and theatres will be taxed. 

The exception to this general rule is that 
amateur performances, shows or events, will not 
be taxed. 

Having a very broad base and a generous 
refundable sales tax credit, ensures the system is 
fair. Exemptions benefit the wealthy the most and 
the broad base means that the tax is not biased for 
or against certain items, so it does not interfere 
with consumers’ choices. 


What if | am a self-employed 
entertainer or artist? Will | charge 


the tax on my work? 


It depends. If you earn less than $30,000 as an 
entertainer or artist, you can choose whether or 
not to be in the GST system. 

If you choose to charge the tax, you will, as a 
musician or artist, for example, be able to claim in- 
put tax credits to get back the tax you will pay on 
the things you use in your work, such as your travel 
expenses or your canvasses, brushes and paints. 

Similarly, companies that hire you and pay the 
tax on your work will in turn, claim back the tax 
they pay, since your services are one of the things 
they buy to run their company. 

So, if you earn less than $30,000 as an enter- 
tainer or artist, it’s up to you to decide what best 
suits you. If you earn more than $30,000 as a self 
employed entertainer or artist, you will charge the 
tax on your sales and you will get back the tax you 
have paid on your purchases. 


What if I sell literature or music | have 
written? Will my royalties be affected 
by the GST? 


No. As an author, musician, or artist, for example, 
your royalties will not change. 

When you sell your copyright to a publisher or 
producer, you will charge GST on it but, as busi- 
nesses, they will get the tax right back by simply 
claiming an input tax credit. So, the cost to the 
business of buying your service will not change. 

Similarly, when a radio station pays a song- 
writer royalties for the nght to play a song, the sta- 
tion will pay the tax and then simply claim it back. 


| sometimes get grants from the 
Canada Council or other government 
agencies to pursue my work. Will 
these be affected in any way? 


No. Such grants are not affected in any way by the 
GS. 


What are the benefits of the GST to 
Canadians? 


The benefits of the GST to Canadians are sub- 

stantial. The GST will: 

@ increase the output of Canada’s economy by 
about $9 billion per year. This will translate into 
higher incomes and a higher standard of living 
for Canadians; 

® increase investment in the Canadian economy 
and make us more competitive internationally; 

© improve the efficient use of our resources in the 
economy and improve our productivity; 

e bring economic gains to all regions of Canada, 
especially the Prairies and Atlantic Canada; 

® create a modern tax system that will improve 
our exports and allow Canadian producers to 
compete with importers on a level playing field; 

e improve the fairness of the Canadian tax system 
so that lower and modest income Canadians are 
better off. 

The Goods and Services Tax will contribute to 
the deficit reduction effort and ensure we can 
continue to pay for programs and services 
Canadians value. 


For more information about the GST, please 

call: 

1-800-267-6620 (English) 

1-800-267-6640 (French) 

1-800-267-6650 (telecommunications device for 
the hearing impaired) 


For additional copies of this brochure, please 
contact: 

Finance Distribution Centre 

140 O’Connor Street 

Ottawa, Ontario 

KIA 0G5 


(613) 995-2855 


i i Department of Finance’ Ministére des Finances 
Canada Canada 
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